THE COMPANY 


Trimac Limited is a Canadian owned 
public company. Its principal areas of 
activity include the highway transpor- 
tation of bulk commodities in Canada 
and the United States, truck leasing, 
contract drilling in North America and 
Europe, engineering and construction, 


oil and gas exploration and production, 


and waste management. Other busi- 


nesses include technology services in 
remote sensing and engineering, and 
oilfield equipment supply. The com- 
pany employs 3,300 people. Trimacis 
based in Calgary and its shares are 
traded on the Toronto and Montreal 


stock exchanges. 


ANNUAL MEETING 

Trmac’s Annual Meeting will be 
held Thursday, May 11, 1989, at 
10:30 A.M. in the Glenview Room of 
the Calgary Convention Centre. Share- 
holders who are unable to attend are 
requested to complete, sign and return 


their proxies as soon as possible. 
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If, as a shareholder, you are receiving more 
than one copy of Trimac’s Annual and 
Quarterly Reports, it could be that individual 
purchases of securities are registered in 
slightly different names or at different 
addresses. If this is the case, please contact 
the Secretary, Trimac Limited. 


Contact Trimac’s Public Relations Depart- 
ment, 2100 800 Fifth Avenue SW, P.O. 
Box 3500, Calgary, Alberta T2P 2P9, 
or telephone (403) 298-5100 for additional 
copies of this report or for general infor- 
mation about Trimac companies. 
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__ (thousands of dollars) __ 
OPERATING RESULTS 
Revenues 
Earnings before unusual and extraordinary items 
5 Net earnings a 
Cash from operations 
‘N et capital investments —fixed assets 


FINANCIAL POSITION 
Working capital 
Net assets employed 
Total long term debt 
_Long term debt (excluding current maturities) 
Convertible debenture 
Shareholders’ equity — preferred 
—commor 

- —total 
COMMON SHARE DATA 
Earnings before unusual and extraordinary items 
‘om 
Dividends (stock dividend) 
Common shareholders’ equity 
SHAREHOLDER INFORMATION 
Number of shareholders— Common 

____—Preferred (Series A) 
Number of shares outstanding -Common 


— Preferred (Series A) 


The Trimac Transportation System continued its strategy of expansion 
in the United States with the purchase of two firms and an 
agreement to acquire a third. 


Rentway Canada opened a second location in Montreal with the 
purchase of the assets of two truck leasing companies. 


Trimac acquired a 20.9 per cent interest, including common and 
convertible preferred shares, in Intera Technologies Corporation in 
exchange for cash investments and assets of Kenting Earth Sciences 
International Ltd. 


— acquisitions/investments 


ViVa SSB) 


December 31 1988 1987 
$338,576 $280,934 
10,574 6,886 
5,825 9,684 
35,214 28,465 
40,547 A2 237 
19,700 1,484 
20,158 Bou 
324,240 355,419 
157,211 161,058 
150,274 156,631 
30,000 30,000 
30,555 30,875 
93,562 114,463 
124,117 145,338 
$0.30 $0.18 
0.16 0.26 
0.099 — 
3.08 33a 
1,816 2,029 
390 438 
30,333,469 spel ha Lad 
189,400 202,200 


Trimac Limited purchased and cancelled 5.1 million of the company’s 
common shares. These shares, about 14 per cent of the 35 million 
shares outstanding on September 22, were acquired at $4.50 each. 


Trimac sold its corporate head office building in Calgary for 
$40.8 million, receiving cash and a $15 million, five year, first 
mortgage. Net cash proceeds were used to reduce term debt. 


Legal proceedings continue to delay the sale of Trimac’s 50 per 
cent interest in the waste management firm, Tricil Limited. The trial 
is scheduled to conclude in June 1989 with a judgment expected 
this year but appeals could follow. 


REPORT TO 
SHAREHOLDERS 


Trimac continued the trend of im- 
proved performance during 1988 as 
all major business areas increased 


revenues and earnings. While these 


successes are encouraging, our objec- 


tive is to achieve better results, par- 
ticularly in the difficult energy ser- 
vices industry. Further improvement 
is necessary to facilitate the long term 
growth of Trimac. 

Earnings, before unusual and extra- 
ordinary items, were $10.6 million or 
30 cents a share compared with $6.9 
million or 18 cents a share in 1987. 
Net earnings were $5.8 million or 
16 cents a share compared with $9.7 
million or 26 cents a share in the 
previous year. 

The Tnmac Transportation System 
strengthened its solid position in Can- 
ada and increased its earnings in the 
United States. Trimac continued to 
seek opportunities for the growth of 
its bulk trucking business; two acqui- 
sitions were made in the western United 
States and an agreement was reached 
early in 1989 to purchase a third 
company in the same area. 

Rentway Canada maintained its pat- 
tern of profitable growth with higher 


revenues and earnings. It added a 


J.R. McCaig, Chairman 


second location in Montreal with the 
purchase of the assets and business 
of two truck leasing companies. 

Kenting Drilling made a consider- 
able improvement in its performance 
during 1988 but encountered the 
difficult market conditions found 
throughout the energy service indus- 
try. Revenues were up by more than 
15 per cent and the net loss was cut 
to one-third that of 1987. 

The Cactus Drilling Company con- 


tinued its efficient operations in the 


competitive market of West Texas. 
Trimac restructured its 50 per cent 
ownership by providing Cactus with a 
further US$2 million and converting 
to preferred shares a previous loan of 
US$7.5 million. The prime Cactus 
lender also converted most of its debt 
to preferred shares. The total Cactus 
indebtedness was reduced to US$17 
million from US$69 million. 

Trimac restructured its investment 
in airborne surveys and mapping by 


acquiring shares in Intera Technologies 


Corporation in exchange for cash and 
assets of Kenting Earth Sciences Inter- 
national Ltd. Trimac holds 11.3 per cent 
of Intera’s common shares as well as 
convertible preferred shares which, 
upon conversion, would raise owner- 
ship to 20.9 per cent. 

Trimac sold its corporate office 
building for $40.8 million and recorded 
a small after tax gain. Trimac continues 
to occupy one-third of the building 
on a long term lease and manages 
building operations. 

The sale of Trimac’s 50 per cent 
interest in the waste management firm, 
Tricil Limited, continues to await the 
completion of legal proceedings. A 
civil trial is underway with testimony 
scheduled to conclude by June. A 
judgment is expected this year but 
appeals could follow. 


Financial — Revenues increased by 
more than 20 per cent to $338.6 million 
from $280.9 million in 1987. 

Several unusual and extraordinary 
items during 1988 reduced the results 
of ongoing operations by $4.7 million 
for net earnings of $5.8 million. In the 
previous year, similar items produced 
a gain of $2.8 million for net earnings 
of $9.7 million. The 1988 non-recurring 
items relate to the reorganization of 
investments in airborne surveys and 
Cactus Drilling, elimination of provis- 
ions no longer required for a Nigerian 


affiliate, the sale of Trimac House, 


and the use of tax loss carryforwards 
in the United States. 

Cash flow from operations was 
$35.2 million, up from $28.5 million 
the previous year. 

Net capital expenditures of $40.5 
million, down slightly from $42.2 mil- 
lion, were directed mostly to support 
bulk highway hauling in Canada and 
the United States and truck leasing 
in Canada. 

Trimac purchased for cancellation 
5.1 million of the company’s common 
shares which reduced the number of 
shares outstanding by 14 per cent to 
30.3 million. The purchase price was 
$4.50 a share. 

Total long term debt, including 
current maturities, declined to $157.2 


million from $161.1 million. 


Personnel — Tony Vanden Brink re- 
tired after eight years as president and 
more than 25 years with Trimac and 
associated companies. We have appre- 
ciated Tony’s leadership and his sig- 
nificant contribution to the company. 
He remains a director of Trimac anda 
number of affiliates. 

One of the principles of Trimac is 
to maintain quality operations that are 
fully professional and meet the highest 
standards of the industry. We achieve 
this through the commitment and effort 
of those who work in the organization. 
On behalf of the shareholders and direc- 
tors of Trimac, I thank all the people 


of the company for their dedication 


and contribution. 


Future Prospects — Trimac has made 
considerable progress in the past year. 
All operations are in a strong and 
profitable position with the notable 
exception of contract drilling. We will 
continue our strategy to expand in 
bulk highway hauling and truck leasing 
while being vigilant for opportunities 
in energy services. 

The company is financially solid 
and has a strong operating base. It is 
well positioned in transportation and 
leasing to take advantage of Free Trade 
between Canada and the United States. 

The outlook for energy services, 
while difficult at present, has the pros- 
pect of improvement with increased 
sales of natural gas to the United 
States and with progress toward a more 
stable oil price. 

With completion of the sale of our 
Tricil interest, improvements in energy 
services and the strong, profitable 
position of our other businesses, Trimac 
is well positioned to pursue additional 


strategies for growth. 


Dinars 
J.R. McCaig 
Chairman 


March 9, 1989 


INDUSTRY OVERVIEW 
Deregulation of the transportation 
industry, which essentially allows 
unrestricted competition among car- 
riers which operate across provincial 
and state borders, continues to be the 
single most important factor affecting 
the industry. An associated concern is 
operating safety, particularly in Canada 
where a National Safety Code is receiv- 
ing considerable attention. 
Deregulation was introduced in 
Canada at the start of 1988 but the 
disruptive impact has been less severe 
than in the United States where the 
residual effects are still apparent after 
eight years of deregulation. While much 
of the U.S. industry has regained 
profitability in the last two years, the 


level and consistency of earnings 


Summary (000s) 
Revenues 


Earnings before interest and taxes 


Interest 

Cash from operations 

Assets employed 

Long term debt 

Depreciation and amortization 
Net capital expenditures 


1988 1987 
$220,687 $184,916 
18,309 13,445 
5,812 4,830 
19,655 15,534 
125,624 93,515 
58,457 38,902 
12,752 10,871 
24,376 13,864 


Trimac’s largest business is the highway hauling of bulk commodities 


in Canada and the United States and provision of related distribution 


and transportation management services. The Trimac Transportation 


System is the largest bulk highway carrier in Canada, where it 


generates two thirds of its revenues, and is the third largest in North 


America. It hauls a wide range of liquid, dry and gaseous bulk 


products. 


remain inadequate to justify investment 
in replacement equipment. This has led 
to business failures and consolidation 
among firms. 

Under these highly competitive 
business conditions, cost efficiency has 
been essential. This, plus alternative 
employment opportunities in a robust 
economy, has contributed to a growing 
shortage of qualified drivers in both 
countries. 

A trend in the industry is develop- 
ment of closer working relationships 
with customers to provide value-added 
service that goes beyond price to 


emphasize consistent and safe delivery 
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TRANSPORTATION REVENUES 


and to address environmental concerns. 
Shippers are demanding increased 
sophistication and are accepting only 
limited numbers of carriers with proven 
capabilities. 

In Canada, the adoption of national 
equipment standards for weight and 
configuration has allowed increased 
payloads for new and modified equip- 
ment in the three Prairie provinces. 

In both countries, the performance 
of the industry generally parallels that 
of the overall economy and is particu- 
larly sensitive to changes in construction 


and manufacturing. 


Trimac Transportation System — 
Revenues for the Trimac Transporta- 
tion System increased 19 per cent 
during 1988 to $220.7 million as a result 
of increased volumes and two acquisi- 
tions in the United States. Earnings be- 
fore interest and taxes rose 36 per cent 
to $18.3 million due to the improved 
performance in all operations. 
Trimac Transportation expanded 
in the western United States with the 
purchase, effective August 1, of Uni- 
versal Transport Inc. and Les Calkins 
Trucking, Inc. which together operate 
seven terminals in California, Nevada, 
Wyoming, Utah, Colorado and South 
Dakota. In early 1989, Trimac agreed 
to acquire the assets and business of 


Johnston's Fuel Liners, Inc. which has 


Terry Litchfield (left), manager of transportation and distribution for the 


Industrial Chemicals Division of Canadian Occidental, was an initiator of 


the Transportation Community and Emergency Response (Transcaer) 


program of the Canadian Chemical Producers Association. He and Trimac 


driver Dennis Holland of Langley, B.C., inspect equipment — an important 


part of the program to improve safety and public awareness. 


eight terminals in Wyoming, South 
Dakota and Nebraska. Closing is 
expected by mid-year, subject to regu- 
latory approval. 

These purchases are part of Trimac’s 
strategy to grow in the United States 
through expanding its product lines 
into geographic areas where it pre- 
viously offered only limited service. 
The three companies add about $35 
million to annual revenues. 

United States operations improved 


their performance through increased 


efficiency and an emphasis on expand- 
ing business with existing customers. 
Further steps were taken to diversify 
the market base beyond liquid chemi- 
cals and cement through the addition 
of asphalt and petroleum solvent 
hauling. 

The aggressive pursuit of cement 
hauling business in Texas, combined 
with cost reduction measures, has given 
the operation a larger share of a 
declining market and brought it to an 


acceptable profit position. 


In both the United States and Can- 
ada, one of the main strategic thrusts 
throughout the system is adherence 
to uniform operating standards and 
implementation of the company’s 
Quality Assurance program. Quality 
Assurance is a management approach 


through which individuals and work 


groups examine and monitor their job — 


performance to ensure the organization 
is operating efficiently and is consis- 
tently meeting customer requirements. 
It involves service measurement, par- 
ticipation in decision making, sharing 
of ideas and greater communication 
among work groups. 

In Canada, Trimac Transportation 
continued its strong performance de- 
spite the additional competitive pres- 
sure under deregulation. It also pursued 
opportunities generated by the more 
open market conditions. 

Trimac expanded its involvement 
with rail-truck intermodal shipments. 
It took over the operation of the Cana- 
dian National Railway CargoFlo ter- 
minal in Toronto which handles a 
variety of dry and liquid products. A 
major rail-truck distribution facility is 


HAULING CAPABILITIES* 
Power Units (owned and leased) 
Trailers 


Terminals 


*Johnston’s Fuel Liners not included. 


Pete Birrenkot (let, vice president of marketing for Pete ‘Lien & Sons, 


Inc., stands at the company’ s aggregate and lime plant near Rapid City 


South Dakota, with Barry Burnett, president of Universal Transport Inc. 


Pete Lien & Sons, which ships | lime, aggregates, cement, sand and coal, 


is a major customer of the Trimac subsidiary. 


being developed near Trail, B.C., in 
conjunction with Burlington Northern 
Railway and Cominco Ltd. under a 
10-year contract. Trimac will transfer 
lead and zinc concentrates from rail 
cars; manage storage and inventory; 
and truck the concentrates the final 


16 kilometres to the Cominco smelter. 


Canada Us. Total 
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The company has maintained its 
involvement in the development of 
Canada’s new National Safety Code 
and has taken a strong position on the 
need to maintain strict safety practices 
including enforcement of the maximum 
number of hours that drivers are 
allowed to operate. 

Pre-employment drug screening for 
drivers is being introduced in Canada; 
similar screening, plus random testing, 


is already in use in the United States. 


INDUSTRY OVERVIEW 

The truck leasing industry in 
Canada is fragmented with no one 
company dominating the overall mar- 
ket. Most business is conducted by 
local and regional operations which 
are often the major suppliers in 
their areas. 

Rentway has the third largest rev- 
enues in the industry. The two larger 
companies are two to three times bigger 
and the smaller companies are no more 
than one-third of Rentway’s size. 

An aggressive pursuit of market 
share by some firms has resulted in 
more intensive price competition 
and pressure for consolidation of 


the industry. 


Summary (000s) 
Revenues 


Earnings before interest and taxes 


Interest 

Cash from operations 

Assets employed 

Long term debt 

Depreciation and amortization 
Net capital expenditures 


1988 1987 
$36,908 $30,706 
6,238 3,002 
4,550 3,563 
12,592 10,226 
61,886 55,242 
44,218 38,186 
11,603 9,389 
15,795 24,016 


Rentway Canada Ltd./Ltée., a wholly owned subsidiary of Trimac, 


provides truck leasing, rentals and programmed maintenance for 


the management of truck fleets from Montreal to Vancouver. Rentway 


serves customers in business and government with a fleet of 2,500 


vehicles from 13 company-operated locations and five agencies. 


Rentway is well-positioned for this 
competition with its presence in sev- 
eral markets and unique middle size 
that allows it to retain its closeness 
to its customers while having sufficient 
volume to provide purchasing power 
for vehicles, parts and insurance and 
to support administrative, safety and 
maintenance systems. 

Leasing, rather than ownership, is 
attractive to the industry’s customers 
for several reasons. These include tax 
treatment, preservation of capital for 
core activities, improvement of balance 
sheet, and freedom from the worries 


of fleet management. 
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The industry is sensitive to the 
general level of economic activity and 
has grown strongly during the last 


few years. 


Rentway — Rentway extended its rec- 
ord of strong growth with revenues 


that were up 20 per cent to $36.9 mil- 


lion and higher earnings. Much of the — 


growth was in Ontario and Quebec 
where the company does nearly two- 
thirds of its business. 

Rentway acquired the assets and 
business of Champion Leasing Inc. to 
open its second Montreal location. This 
location was expanded in early 1989 
with the purchase of the lease vehicle 
assets of Metropolitan Kenworth. In 
response to a customer’s service 
request, a captive facility was opened 
in Dayton, Ohio. New and larger service 
facilities were occupied in Burnaby, 
London and Hamilton to accommodate 
fleet growth. 

Rentway continued its approach of 
seeking customers only from business 
and government. It further sets itself 
apart from its competition by empha- 
Sizing consistent and competitively 
priced service through its fleet man- 
agement program. Long term vehicle 
leasing which includes preventive 
maintenance and other support ser- 
vices accounts for nearly 60 per cent 


of business. Rentals, under which 


Matthew Whitley, a Rentway lease account manager, is responsible for 


the Rentway full service lease program in place at Kodak Canada Inc. 


Rentway supplies and maintains a fleet of four straight trucks and one 


tractor that are in service at Kodak’s facilities in Toronto. 


vehicles are provided for less than 
one year, is the source of another 
25 per cent. The rest of Rentway’s rev- 
enues come from its expanding vehicle 
management service program, which 
involves preventive maintenance and 
repairs for the owners of private fleets. 

Rentway continued to pay particular 
attention to operating efficiency and 
marketing during the year. While 
seeking continued growth in new and 
existing markets during 1989, Rentway 
will emphasize consolidation and earn- 


ings improvement. 


Rentway made net capital expendi- 
tures of $15.8 million, which is about 
35 per cent lower than the previous 
year. A high percentage of the leasing 
industry’s capital base is composed of 
debt, compared with equity. Rentway 
also follows this pattern and as a result 
is more highly levered than other 
Trimac operations. Its debt is secured 
entirely within Rentway by the 


assets acquired. 


INDUSTRY OVERVIEW 

The contract drilling industry con- 
tinues to struggle financially because 
of poor market conditions. 

Excess industry capacity was cre- 
ated during the energy boom at the 
end of the last decade. While significant 
attrition of the drilling fleet has since 
occurred in the United States, the same 
has not happened in Canada. In both 
countries, the supply of equipment is 
still far greater than the demand for 
service. 

Demand has continued low and 
impossible to predict. It is driven by 
the price of oil which continues to 
fluctuate. 

In this business climate, many 


drilling companies have encountered 


Summary (000s) 1988 1987 


Revenues $81,529 $64,615 
Earnings before interest and taxes 1,553 (1,187) 
Interest 2,897 2,807 
Cash from operations 4,316 1,529 
Assets employed 100,773 120,912 
Long term debt 23,012 25,906 
Depreciation and amortization 7,073 43123 
Net capital expenditures 2,776 3,218 


Trimac provides energy services, mainly contract drilling, for the 
development of petroleum reserves. Kenting Drilling operates 41 
land rigs in Canada, the northern United States, the United Kingdom 
and continental Europe. Cactus Drilling, a 50 per cent owned, 
unconsolidated affiliate, provides service in West Texas. Kenting 


Projects undertakes oilfield construction in western Canada. 


: : ics Millions of Dollars 
financial difficulty and several have 


gone out of business. This does little if 
to improve the competitive situation 120 
as the equipment often stays in the 100 
market under new ownership. Those 80 
companies in the strongest financial a 
position are the ones like Kenting 
Drilling which are associated with zm 
companies that also operate in different 2 
businesses. 0 
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Kenting Drilling — Revenues for 
Kenting Drilling increased to $63 mil- 
lion in 1988 from $53.6 million a year 
earlier. Earnings before interest and 
taxes improved but a net loss was 


incurred. Increased activity by two 


offshore drilling rigs in the Beaufort 
Sea, where Kenting provides the drill- 
ing crews, and a project off the coast 
of Morocco, were the main source of 
improvement and more than offset 
declines in land drilling activity. 
Kenting serves the Canadian market 
with a fleet of 22 rigs that are tailored 


for medium and deeper drilling. While ~ 


more wells were drilled in Canada 
during 1988 than the previous year, 
most of the increase was outside of 
Kenting’s market area in shallower, 
lower-cost zones. 

Natural gas exports to the United 
States have risen substantially and 
further increases are expected. These 
exports will require additional develop- 
ment drilling, including deeper wells. 

Drilling incentive programs from 
the federal and provincial governments 
were extended during the latter part 
of the year but are expected to expire 
as scheduled, mostly during 1989. 

The Williston Basin of the northern 


United States has been a most active 


KENTING RIG CAPACITIES 
Maximum Depths 

2 300 m (7,500 ft.) 

3 050 m (10,000 ft.) 

3 800 m (12,500 ft.) 

4 550 m (15,000 ft.) 

6 100 m (20,000 ft.) 


Kenting Ding took part in a special safety program with | Petro- Canada 


Resources during the last year to examine ways of reducing rig g accidents. 
Among the many participants were Kenting rig manager Don Goddard 
(left) and drilling supervisor Spike Leriger of Petro- Canada, Rig 23 was 


free of lost-time accidents and the program | is being extended 


market for Kenting and its 10 rigs are 
operating well above the industry 
average. A major portion of the success 
in this area comes from Kenting’s 


growing expertise and from equipment 


Canada US. | ; Europe 
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that is well suited to the horizontal 
drilling program of the company’s major 
customer. This program, which under 
special conditions greatly improves the 
economics of development drilling, is 
expected to continue. 

Kenting is the largest on-land drilling 
company in the United Kingdom with 
nine of the market’s 17 ngs. Activity 
was off slightly. The potential for 
alternative drilling opportunities, 
such as deep waste disposal sites, is 


being pursued. 


In spite of the difficult conditions 
of the past several years, Kenting 
Dnilling has maintained its position as 
one of the most highly regarded drilling 
contractors in each of the markets that 
it serves. This has been accomplished 
by maintaining its fleet of drilling rigs 
in excellent operating condition; achiev- 
ing a Safety record that exceeds the 
industry average; and retaining a staff 


of highly qualified personnel. 


Cactus Drilling 

The financial results of Cactus 
Dnilling are not included in the consolt- 
dated financial statements of Trimac 
Limited. They are summanized in Note 
9 on page 28. 

Cactus Drilling, which is owned 
90 per cent by Trimac, operates 22 
drilling rigs in West Texas and eastern 
New Mexico. Another eight rigs are 
stacked and off the market. While the 
level of activity was lower during 1988 
than the previous year, Cactus improved 
its results through increased efficiency. 
It continued to incur cash losses. 
Cactus maintained a good safety record 
with accident levels well below the 
industry average. Cactus plans to 
continue its emphasis on marketing, 
operating efficiency and safety. The 
outlook for Cactus and the United 
States drilling industry continues to 


be uncertain. 


Eugene Yachimec (right), facilities construction foreman with Texaco 


Canada Resources, and supervisor Terry Hewlitt of Kenting Projects 


oversee the installation of additional booster compressor facilities at the 


Texaco Pembina 3-28 battery near Cynthia, Alberta. 


Kenting Projects — Kenting Projects, 
which builds and maintains production 
facilities for the petroleum industry in 
western Canada, increased revenues 
by more than two-thirds during 1988. 
Pricing remained extremely competi- 
tive and earnings were basically 
unchanged, near the break-even level. 

The decline in demand for conven- 
tional and heavy oil facilities was 
balanced by renewed activity in gas 


related construction. 


11 


During the year, Kenting Projects 
completed construction linking Phases I 
and II of the BP Canada Inc. heavy 
oil plant at Wolf Lake, Alberta, as 
well as projects involving gas plants, 
compressor stations, production bat- 
teries and wellsite facilities. 

All aspects of construction safety 
continued to be a key criteria used in 
selecting contractors; Kenting Projects 
maintained an accident frequency that 


was well below the industry average. 


Trimac is active in engineering and 
construction through partial ownership 
of Banister Continental Ltd. and 
Bantrel Inc. and through wholly owned 
Kenting Projects. All three companies 
provide service to the energy industry. 
Banister is also active in civil, building, 


marine and utility construction. 


Banister — Banister, in which Trimac 
shares a control position with its 
17 per cent interest, has completed the 
consolidation of the Foundation Group 
of Companies into existing operations. 
With nine active divisions Banister 
now is widely diversified within the 
construction industry. 

Trimac’s share of Banister rev- 


enues, which are not included in 


Summary (Trimac Share) (000s) 1988 1987 

$166,124 $121,936 
13,594 12,206 
58,552 48,630 


Affiliate revenues (not consolidated) 
Earnings before taxes 
Trimac investment 


Trimac participates in several business lines that complement the 
company’s services in transportation and energy. These include 
engineering and construction, petroleum exploration and development 
and waste management. Smaller interests are held in technology 
services related to remote sensing and engineering and in oilfield 
equipment supply. Results are not consolidated in Trimac’s financial 


statements, except for earnings. 


Trimac’s consolidated statements, was 
$62.8 million, up from $36.8 million 
a year earlier. Earnings before taxes, 
which are included, were down slightly 
at $0.3 million. 

Banister enters 1989 with a record 
work backlog of $478 million, much of 
which is represented by a construction 
management contract to build Ter- 
minal III at Lester B. Pearson Inter- 
national Airport in Toronto. 

Civil construction volumes increased 
during 1988 with good results in 
Ontario from utility installation and 
electrical-mechanical contracts for 
industrial customers. 

The outlook for pipeline construc- 
tion in 1989 and 1990 is promising for 


the first time since 1982. Because of 
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AFFILIATED BUSINESS REVENUES 
(Trimac share) 


increasing gas exports, Canada’s major 
pipeline transmission companies have 
announced expansion programs total- 
ling almost $2 billion over the next 
two years. 

Banister’s subsidiaries which spe- 
cialize in office buildings, shopping 
centres and institutional buildings 
were also active in Ontario and on the 
West Coast. 

The growing economy of the last 
few years has stimulated capital ex- 
penditure and heightened demand for 
construction services. While economic 
expansion might slow, the overall 
economy remains healthy with a 
sustained demand for construction 


services. 


Bantrel — Bantrel Inc., in which 
Trimac and Banister each hold a 20 
per cent interest, provides engineering, 
procurement and construction man- 
agement services to the Canadian 
petroleum industry. The company’s 
activity and results improved as it 
took on assignments for several first 
time clients and continued work on 
significant major projects. 

At year end, Bantrel had a substan- 
tial backlog of work, much of it on a 
contract with Suncor Oil Sands Group 
for the debottlenecking of its plant at 
Fort McMurray. Major projects during 
1988 included contracts with Syncrude 


Fred Thoms (left), project general manager with Airport Development 


Corporation, and Peter Elstone, project manager for The Foundation 


Company of Canada Limited, tour the partially constructed Terminal III at 


Lester B. Pearson International Airport in Toronto. Foundation, a Banister 


subsidiary, is scheduled to finish construction management in mid-1990. 


Canada Ltd. for its oil sands plant 
and with Shell Canada Ltd. for front- 
end engineering on a heavy oil project. 

In early 1989, Bantrel was awarded 
a significant contract for a major por- 
tion of the detailed engineering work 
on the Husky Oil upgrader at 
Lloydminster. 

Bantrel has established a reputation 
for quality work in the petroleum 
industry and continues to build upon 
its expertise in oil sands, heavy oil, 
and refining. It is active with projects 
in the Arctic, off the east coast and is 
pursuing business in petrochemicals 


and natural gas processing. 


Chauvco Resources — Chauvco, of 
which Trimac owns 29 per cent, con- 
tinued its record of increasing oil and 
gas reserves and production during 
1988. 

Trimac’s share of daily production 
during 1988 averaged 728 barrels of 
oil and 1.7 million cubic feet of natural 
gas, up from the previous year averages 
of 477 barrels of oil, and 1.0 million 
cubic feet of natural gas. 

Trimac’s share of revenue was $4.9 
million compared with $3.9 million in 
1987 and its share of 1988 earnings 
before taxes was $0.8 million com- 


pared with $1.8 million the previous 


year. Earnings declined, despite 
increased production, because of 
lower prices received for crude oil and 
natural gas. 

Oil production increases were prin- 
cipally from: waterflood investments 
made in 1987, drilling activity, and the 


acquisition of assets. 


Chauvco invested $12 million in ~ 


1988 on a variety of exploration and 
development projects. 

To get maximum impact from these 
expenditures, Chauvco has an agree- 
ment under which a land fund pur- 
chases property and the company 
conducts exploration and development. 
They share results on the basis of 
gross expenditures. 

In addition, during the last year, 
Chauvco used bank borrowing to 
purchase $11.4 million in petroleum 
properties that are already in produc- 
tion. The company purchased proper- 
ties related to present operations or 
which could add substantial reserves 
through the application of secondary 
recovery techniques. 

In total, Chauvco replaced pro- 
duction of more than 0.9 million barrels 
of oil and 2.12 billion cubic feet of 
natural gas. It added 2.7 million barrels 
to proven and probable oil reserves 
and 3.4 billion cubic feet to gas 
reserves. Overall, reserves increased 


21 per cent in barrels of oil equivalent. 
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Geological technician Cathleen Sorckoff (right) and senior geophysicist ell 


Ray Baird of Chauvco Resources interpret seismic data using a personal 


computer and a digitizing table. The interpreted seismic data identify 


geological features likely to contain oil or naturai gas. 


NET RESERVES 
(Trimac share) 
Crude Oil and NGLs (barrels) 
Proven 
Probable 
Total 
Natural Gas (MMcf) 
Proven 
Probable 
Total 


LAND 
Gross (acres) 


Net (acres) 


uM 


1988 
2,298,233 


3,564,198 


148261 


2,725 
17,551 


590,847 
57,231 


__ 2,106,377 _ 
1,265,965 _ 


1987 


664,524 
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2,770,901 


a —— 


530,462 


49,019 


Tricil — Legal proceedings continue 
to delay implementation of Trimac’s 
decision to sell its 50 per cent interest 
in the waste management firm Tricil 
Limited. The proceedings involve C-I-L 
Inc., the holder of the other 50 per cent 
of Tnicil. A trial to resolve the out- 
standing issues commenced last 
November and a judgment is expected 
this year. Appeals could follow. For 
details, see Note 12 on page 31. 
Tricil provides services in Canada 
and the United States for the collection, 
treatment and disposal of liquid 
chemical wastes and solid municipal 
wastes. Other waste related services 
include removal of asbestos from 
buildings, on site waste reduction and 
restoration of contaminated locations. 
Tricil 


19 per cent in 1988; Trimac’s share 


increased revenues by 


was $90.4 million compared with 
$75.8 million in 1987. Pre-tax earnings 
were up by 20 per cent with Trimac’s 
share increasing to $11.9 million in 
1988 from $9.9 million. 

While the final proceeds from Tricil 
are uncertain, completion of the sale 
will add considerably to the financial 


strength and flexibility of Trimac. 


OTHER BUSINESSES 
Intera Technologies — Trimac com- 
bined its assets and operations in 


airborne surveys and mapping, which 


Tricil uses a mobile dewatering system to separate waste sludge into 


rr 00" 
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liquid and dry components which facilitates handling and reduces the 


volumes requiring treatment and disposal. Tricil, with one of the larger 


fleets of dewatering equipment, uses the machines with municipal sewage 


Sludge and on site restoration projects involving disposal lagoons. 


it held through Kenting Earth Sciences, 
with those of Intera Technologies 
effective July 1, 1988. Trimac invested 
cash and assets valued at $4.7 million 
and received 11.3 per cent of Intera’s 
common shares, plus convertible pre- 
ferred shares which, upon conversion, 
give a total ownership of 18.0 per cent. 
Under the agreement, Trimac invested 
a further $1.2 million in convertible 
preferred shares in early 1989, bring- 
ing Trimac’s total ownership after 
conversion to 20.9 per cent. 

Intera is a technology service com- 


pany that provides a broad range of 


services that include remote sensing, 
engineering services and engineering 
products to clients around the world. 
It employs 500 people and operates 
through four business units—two in 
Canada, one in the United States and 
one in the United Kingdom. 

The Canadian units specialize in 
remote sensing activities such as 
airborne radar mapping, meteoro- 
logical services, airborne geophysical 
data collection, aerial photography and 
mapping. Intera is one of the world’s 
largest suppliers in this field in terms 


of breadth of services and volume of 


work. Major projects in the last year 
included: airborne radar mapping of 
Sumatra, management of data com- 
pilation of Kenting’s airborne survey 
of Thailand, and completion of a three 
year hail suppression program in 
Greece. The preparatory phase is 


nearing completion for a six-year, 


$58 million contract with the federal ~ 


government to use radar mapping for 
ice reconnaissance in the Arctic. 
The United States operation deals 
primarily in groundwater problems and 
investigations related to nuclear and 
hazardous waste storage. This capa- 
bility is also offered through operations 
in Canada and the United Kingdom. 
In the United Kingdom, Intera is a 
leading supplier of consulting and 
engineering services and engineering 
software to the petroleum industry. 
During 1988, a major reevaluation was 
completed of the geological history of 
the central Zaire basin, an area twice 
the size of Texas. The study demon- 
strated for the first time the possibility 


of petroleum bearing structures. 


Alpeco — Trimac provides oilfield 
equipment supply services through its 
50 per cent interest in Alberta Petro- 
leum Equipment Co. Ltd. (Alpeco). 
The operation was marginally profit- 
able within its first full year of operation 


despite depressed industry conditions. 


Brian Bullock (left), president of Intera, and Bryan Mercer, division 


manager, special projects, are at a Starvue system developed by Intera 


for radar ice reconnaissance. Starvue, to be placed on 10 Canadian coast 
guard vessels, will process and display radar images transmitted from 
Intera’s specially-equipped aircraft. 


Alpeco buys and sells surplus oilfield 
equipment, both new and used, re- 
furbishes it as necessary and combines 
components into packages to meet 
specific customer requirements. Alpeco 
has established itself as a credible 
supplier, doing business with more 
than 85 per cent of the Canadian con- 
tract drilling companies. It has also 
begun equipment supply for well 
servicing companies. In response to 


market demand, Alpeco also pro- 


vides appraisals of drilling and well- 
servicing equipment. 

Alpeco obtained its initial contracts 
for equipment rentals during 1988 and 
plans to develop additional business 
in this and other service lines during 


the coming year. 


Operations — Tiimac’s total revenues 
increased by 21 per cent to $338.6 mil- 
lion in 1988 from $280.9 million a year 
earlier. Trimac Transportation provided 
$35.8 million, more than half of the 
increase, through increased volumes 
in the United States and Canada and 
acquisitions in the U.S. that added 
$15.2 million. The remainder of the 
$57.7 million revenue increase was 
derived about equally from contract 
drilling, truck leasing and oilfield 
construction. 

Earnings before taxes were $19.7 
million, an increase of 29.6 per cent 
from $15.2 million in 1987. Trimac 
Transportation contributed $2.4 million 


of the increase and contract drilling 


improved its results by $2.5 million, 


although it continued to operate at a 
pre-tax loss. Tricil increased its contri- 
bution by $2 million but this was partly 
offset by the cost of legal proceedings 
that arose following Trimac’s decision 
to sell its 50 per cent interest. These 
costs are also the major item increasing 
the general and administrative costs. 

Earnings before unusual and extra- 
ordinary items increased to $10.6 mil- 
lion or 30 cents a share in 1988 from 
$6.9 million or 18 cents the previous 
year. Non-recurring items which to- 
talled $4.7 million, resulted in net 
earnings of $5.8 million or 16 cents 
per share compared with $9.7 million 
or 26 cents per share in 1987. 

The unusual items include two 
businesses that were discontinued. 
These were the sale of Trimac House, 


the corporate office building in Calgary, 


Millions of Dollars 
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REVENUES 

» Energy 
Transportation 
Truck Leasing 


85 


86 


87 


CAPITAL EXPENDITURES AND INVESTMENTS 
Transportation Truck Energy 


(thousands of dollars) Services Leasing Services Other Total 
Net capital expenditures $24,376 $15,795 $2,776 $(2,400) $40,547 
Business acquisitions 11,901 — - — 11,901 
Investment in affiliates 
—Intera 4,701 4,701 
—Cactus 3,148 3,148 
—Other (50) (50) 
7,799 7,799 
Total— 1988 $36,277 $15,795 $2,776 $5,399 $60,247 
— 1987 : $14,089 $24,016 $3,218 $2,398 $43,721 


and the sale of assets of Trimac’s in the United States and $0.6 million Financial Resources and Liquidity 
airborne surveys and mapping division. on the sale of Trimac House. Cash from operations was $35.2 mil- 
These businesses lost $0.9 million after 
tax during 1988; the historical results 
(a loss of $0.8 million in 1987) have 


also been reclassified as discontinued. 


Millions of Dollars ‘ Millions of Dollars 


Another unusual item was the write-off 
of $6.4 million after tax of a loan due 
from the Cactus Drilling Companies. 
This write-off resulted from a further 
major financial restructuring of Cactus. 
The remaining unusual items are the 
provision of $0.9 million for the esti- 
mated loss to complete the Thailand 
air survey contract, and a gain of 
$1.5 million on the elimination of a 
provision that is no longer required 


following settlement of Trimac’s con- 


tingent obligations in Nigeria. See 


84 8 86 87 88 


Note 5, page 25. EARNINGS (before unusual and extraordinary items) CASH FROM OPERATIONS 
™ Energy 
The extraordinary items include _ Transportation 
' , "Truck Leasing 
gains of $1.4 million from the use of ® Other 


previously unrecorded tax loss benefits 


lion or $1.05 per share, up from $28.5 
million or $0.81 per share in 1987. Net 
capital expenditures for the purchase 
of fixed assets were $40.5 million 
($42.2 million in 1987), the majority of 
which was in Transportation Services 
($24.4 million) and Truck Leasing 
($15.8 million). Annual depreciation, 
by comparison, was $32.1 million. 
Trimac also invested $11.9 million in 
the acquisition of U.S. Transportation 
businesses and $7.8 million in affiliates. 
The investment in affiliates included 
the exchange of cash and assets of 
the airborne survey business for both 


common and convertible preferred 


Millions of Dollars 


84 85 86 87 ~ 88 
NET CAPITAL EXPENDITURES 


TOTAL LONG TERM DEBT 
(thousands of dollars) 


Transportation services 
Truck leasing 


Contract drilling 

‘Trimac House 

ane Affiliates : 
Other a 
Total 


1988 1987 
$ 58,457 $ 38,902 
44,218 38,186 
23,421 25,740 
15,000 40,000 
13,206 14,569 
2,909 3661 
$157,211 $161,058 


shares of Intera Technologies. If the 
preferred shares were converted, 
Trimac’s ownership interest in Intera 
would have been 18.0 per cent at the 
end of 1988. 

The company sold its Head Office 
building for $40.1 million net of costs. 
Proceeds from the sale, net of a5 year 
mortgage take-back of $15.0 million, 
were used to reduce long term debt. 

The Corporation also purchased for 
cancellation 5.1 million common shares 
of Trimac under a Substantial Issuer 
Bid for a cash consideration of $22.8 
million. The share purchase, financed 
by the sale of marketable securities, 
reduced the number of shares out- 
standing from 35.4 million to 30.3 mil- 
lion. This results in an average number 
of shares outstanding, used in calcu- 
lating earnings per share, of 33.7 mil- 
lion (35.4 million in 1987). 

Cash and term deposits at the end 
of 1988 were $25.0 million compared 
with $31.8 million at the end of 1987. 


S... ——————E————— 


Working capital was $20.2 million 
at the end of 1988 compared with 
$27.4 million a year earlier. Cash and 
working capital were lower mainly 
because corporate cash reserves were 
utilized to finance a portion of the 
investment in affiliates. 

Total long term debt was $157.2 mil- 
lion compared with $161.1 million in 
1987. Of this amount, $6.9 million is 
payable within 12 months. 

Trimac continues to have U.S. tax 
loss carryforwards in excess of US$50 
million. Full utilization of these tax 
losses will be contingent upon final 
assessment and upon future U.S. 
eamings. 

In February 1988, the corporation 
declared a stock dividend of three 
common shares for every one hundred 
shares held, which is equivalent to 


9.9 cents per share. 


FINANCIAL STATEMENTS 


CONSOLIDATED STATEMENT OF EARNINGS & RETAINED EARNINGS 
TRIMAC LIMITED AND SUBSIDIARY COMPANIES 


(thousands of dollars) oi ee Years ended December 31 1987 
REVENUES __ $280,934 
OPERATING COSTS AND EXPENSES: 

me Witect 188,810 


‘Depreciation, depletion and ; amortization 


28,454 


Selling and administrative _ 45,972 
ity at 263,236 
OPERATING EARNINGS : 17,698 
EARNINGS OF AFFILIATES | 12,206 


29,904 


Interest —long term debt _ : 
__Other interest (net) _ 
General and administrative | costs 
__ Gain on sale of assets (net) 
EARNINGS BEFORE TAXES _ 
Income taxes (Note 2) 
EARNINGS BEFORE UNUSUAL AND EXTRAORDINARY ITEMS 


Unusual items (Note 5): 


13533) 
1,902 
(4,426) 
1,510 
15,157 
8,271 
6,886 


__ Discontinued businesses (2,125) 
Other 3,169 

33 ew 1,044 

__ Deferred tax recovery 21 


1,065 
(Gekm 


EARNINGS BEFORE EXTRAORDINARY ITEMS 


Extraordinary items (Note 4) 1,733 
NET EARNINGS $ 9,684 
EARNINGS PER SHARE: 
Before unusual and extraordinary items $ 0.18 
_Before extraordinary items 0.21 
Net 0.26 


RETAINED EARNINGS, BEGINNING OF YEAR 
Net earnings 
Dividends: 
_ Common shares (stock dividend of 0.03 a common share per share) 
Preferred shares 
9.12% First Preferred Shares, Series A (471) 
Class B Preferred Shares (Note 6(b)) 
Reduction as a result of purchase of common shares (Note 6(d)) 


RETAINED EARNINGS, END OF YEAR 


$ 24,019 


$ 33,232 


CONSOLIDATED BALANCE SHEET 
TRIMAC LIMITED AND SUBSIDIARY COMPANIES 


(thousands of dollars) 

ASSETS _ 

CURRENT ASSETS: 
Cash and term deposits 
Accounts receivable 


December 31 


Income taxes recoverable 
_ Materials and supplies 
_ Prepaid expenses 


INVESTMENTS AND ADVANCES: 
Investments in and advances to affiliates (Notes 5, 9 and 12) 
_ Mortgage receivable (Note 11(f)) 
_ Preferred share investments (Note 6(b)) 
_ Notes receivable and other 


FIXED ASSETS (Note 3) 
GOODWILL AND AUTHORITIES 


LIABILITIES AND SHAREHOLDERS’ EQUITY 
CURRENT LIABILITIES: 

_ Bank advances, secured 

__ Accounts payable and accrued 

_ Current maturities of long term debt 


LONG TERM DEBT (Note 11) 
DEFERRED INCOME TAXES 
CONVERTIBLE DEBENTURE (Note 8) 
SHAREHOLDERS’ EQUITY: 
Share capital (Note 6) — Preferred 
— Common 


Cumulative translation adjustment 
Retained earnings 


CONTINGENCIES AND COMMITMENTS (Note 12) 


Approved by the Board: 


S eieee, 


J. R. McCaig, Director 


| 21 


1988 


a ee 


A. Vanden Brink, Director 


1987 


» 31,793 
40,853 
426 
4,535 
8,865 
86,472 


48,630 
24,000 
5,376 
78,006 
246,927 
B09 
$414,514 


$ 13,185 
41,483 
4,427 
99,095 
156,631 
23,450 
30,000 


30,875 
80,510 
111,385 
(GA! 
33,232 
145,338 


$414,514 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 


TRIMAC LIMITED AND SUBSIDIARY COMPANIES 


(thousands of dollars) p 
CASH PROVIDED (USED) 


Years ended December 31 


1987 


OPERATIONS: 
__ Earnings before unusual and extraordinary items 


$ 6,886 


28,454 


= Gain on sale of assets (net) 


(1,510) 


____ Deferred income taxes 


819 


_ Share of net earnings of affiliates 


(6,237) 


___ Other non-cash items 


53 


_ Cash from operations _ 


28,465 


_ Unusual items 


2,090 


Net cash flow 


30,862 


INVESTMENTS: 
_ Purchase of fixed assets 


(53,218) 


Proceeds on sale of fixed assets 


10,981 


_ Net capital expenditures 


(42,237) 


__ Proceeds on sale of office building (net of costs) 


____ Less: mortgage receivable 


~ Acquisition of subsidiary companies (Note 7) 


__ Investment in affiliates (Notes 5 and 9) 


(1,484) 


__ Net change in non-cash working capital balances 


1,648 


Redemption of (investment in) preferred share investments 


(24,000) 


__ Other 


(3,246) 


Cash used in investments 


(69,319) 


FINANCING: 
Increase in long term debt 


16,898 


_ Repayments of long term debt_ 


(26,050) 


(9,152) 


Repurchase of Corporation’s common shares 


Issue of convertible debenture 


30,000 


Issue of preferred shares 


24,000 


__ Net change in working capital loans 


4,687 


Preferred share dividends and redemptions 


(791) 


Cash employed in financing 


48,744 


Net (decrease) increase in cash _ 


10,287 


Cash position, beginning of the year : ; : 


21,506 


CASH POSITION, END OF THE YEAR 


$31,793 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


TRIMAC LIMITED AND SUBSIDIARY COMPANIES— DECEMBER 31, 1988 


NOTE 1. Summary of Significant Accounting Policies 


Principles of consolidation 

These consolidated financial statements include the accounts of Trimac Limited (“the Corporation”) and its 
subsidiaries (collectively “Trimac”). All of the subsidiaries are virtually wholly owned; minority interests are 
immaterial. 

Investments in affiliates (generally ownership of 17.3% to 50%) are accounted for by the equity method with the 
exception of Cactus Corporation of Texas which is reflected only to the extent of investments made pursuant to a 
refinancing plan (See Notes 5(c) and 9). Under the equity method, the cost of the investment, including goodwill 
at acquisition, is adjusted for Trimac’s share of undistributed earnings or losses and capital transactions. 


Goodwill and authorities 
Goodwill and authorities are being amortized on a straight line basis over periods of up to 40 years, except for 
$2,157,000 which was acquired prior to March 31, 1974. 


Income from contracts 
Income from contracts is recorded by the percentage-of-completion method of accounting. Any anticipated 
losses are provided for in their entirety. 


Fixed assets 
Depreciation is provided at rates which will amortize costs to estimated residual values, over the assets’ 


estimated useful lives, mainly as follows: 


Estimated 

Useful Life 

Asset 7 ___Depreciation Method (Years) 
Land drilling rigs _ Straight line (residual — 15% to 25%) 15 
Highway tractors _ : - = Varying percentages of original cost (residual — 5.27%) 5- 7 
Highway trailers - __ Straight line (residual —4%) (hme) 
Rental vehicles = ___ Varying percentages of original cost 3 
Lease vehicles a ___ Varying percentages of original cost Zoo 
Buildingsandother —=—_—=Varrious 4-20 


Pension Plans 
As at December 31, 1988, the actuarial present value of accrued pension benefits attributed to services rendered 


was $10,710,000 (1987 — $9,246,000). The value of pension plan assets was $13,071,000 (1987 — $11,898,000). 


Financial Statement Presentation 
Certain comparative figures have been reclassified to conform to the current year’s presentation. 


TRIMAC LIMITED AND SUBSIDIARY COMPANIES— DECEMBER 31, 1988 


NOTE 2. Income Taxes 


Trimac’s income tax provision is comprised of the following: 


(thousands of dollars) : Years ended December 31 


Current _ 
Deferred 
Affiliates 


The actual tax rate of 46.4% does not differ materially from expected rates. 
Loss carryforwards for which no benefits have been recorded total US$50,778,000 at December 31, 1988. 
These losses expire as follows: 1998 —$45,002,000; 1999—$5,304,000; 2000 —$472,000. 


NOTE 3. Fixed Assets 


The cost of fixed assets and net book value by major classification are as follows: 
December 31 — -1988 1987 


Net Book 
Cost Value 


(thousands of dollars) 


Equipment 
$131,157 $ 78,974 
107,110 39,918 
66,206 49,467 


Bulk hauling highway units 


__ Lease and rental vehicles _ 


aoc 28,905 12,982 
ee ee ee . 333,378 181,341 
Land, buildings and yard improvements Ll _ 26,95 73,962 65,586 


$407,340 $246,927 


NOTE 4. Extraordinary Items 


(thousands of dollars) 


Realization of previously unrecorded U.S. tax loss benefits 


Gain on disposal of Trimac House 
—net of a tax recovery of $2,570,000 (a) _ 


(a) Trimac disposed of its downtown Calgary office building, Trimac House, in September 1988. Proceeds 
were $40,800,000 and resulted in a pre-tax loss of $1,987,000. The expected tax recovery of $993,000 was 
increased to $2,570,000 mainly because of capital gains treatment accorded to a portion of the proceeds. Trimac 
will continue to be the major tenant, occupying its current space under a long term lease. Trimac will continue to 
manage building operations. 


TRIMAC LIMITED AND SUBSIDIARY COMPANIES— DECEMBER 31, 1988 


a eee ee 
NOTE 5. Unusual Items 


ee 


ee 1988 1987 

2s ee uePre-tax After tax After tax 

Discontinued businesses 
Airborne surveys(a) $ (792) — $ (457) $ (662) 
_TrimacHouse(b) . (630) (430) (173) 
ait oe 5 fae Ag2ye (887) (835) 

Other 

Cactusloan(c) = (9,095) (6,445) = 
Kenting Africa (d) iP ee 2,774 1,469 = 
__ Estimated loss to completion of Thailand survey (a) | (1,589) (918) — 
Refund of US pension plan surplus _ cs oe 1,900 
Cree Bose = (7,910) (5,894) 1,900 


$(9,332) $(6,781) $1,065 
mR MELON 


(a) Trimac has restructured its investment in airborne surveys and mapping by acquiring shares in Intera 
Technologies Corporation in exchange for assets of Kenting Earth Sciences International Ltd. valued at $2,201,000 
and cash in the amount of $2,500,000. 

Trimac acquired 11.3 per cent of Intera’s common shares and convertible preferred shares which, upon 
conversion, would give Trimac 18.0 per cent ownership of Intera. In early 1989, Trimac invested a further 
$1,200,000 in preferred shares pursuant to the original agreement, which, upon conversion, would increase 
Trimac’s total interest to 20.9 per cent. Trimac has options over the next eight years to make further investments 
which could increase its total ownership to 40 per cent. 

As Trimac has discontinued airborne surveys and mapping as an active business, an agreement was reached 
under which Intera will manage a major survey contract that Kenting Earth Sciences has in Thailand. Trimac has 
provided for estimated future losses of $1,589,000 pre-tax on this contract which is scheduled for completion late 
in 1989. 

(b) Losses from the operation of Trimac House, a downtown office building sold by Trimac in September 1988. 
See Note 4— Extraordinary Items. 

(c) Asaresult of continued, adverse market conditions, Trimac and the lender to the Cactus Drilling Companies 
agreed to a further major restructuring of Cactus’ debt. This involved the conversion into preferred shares of a 
substantial portion of the Cactus debt owed to the lender, plus debt owed to Trimac. Trimac also made a cash 
advance to Cactus of US$2,030,000. After the restructuring, total Cactus term debt is US$17,000,000, down from 
approximately US$69,000,000. Equal numbers of both common and preferred shares of Cactus are held by 
Trimac and the Cactus lender. As a result of this restructuring, Trimac has written off its loan to Cactus of 
$9,095,000 (US$7,500,000) which resulted in an after tax loss of $6,445,000. 

(d) Trimac has resolved contingent liabilities and other issues associated with its 49 per cent owned Nigerian 
affiliate, Kenting Africa Resource Services Limited. This has allowed the elimination of previous provisions 


resulting in an after tax gain of $1,469,000. 


TRIMAC LIMITED AND SUBSIDIARY COMPANIES— DECEMBER 31, 1988 


NOTE 6. Share Capital 


Issued 
Number Amount 
PREFERRED SHARES 
First Preferred Shares of a stated value of $25 each 
(authorized 320,000 shares) — 
9.12% Cumulative Redeemable First Preferred Shares, Series A 

Issued as at December 31, 1987 202,200 $ 5,055,000 
Purchased for cancellation (a) (12,800) (320,000) 
Issued as at December 31, 1988 189,400 4,735,000 


Class A Preferred Shares without nominal or par value 
(authorized 50,000,000 shares) issuable in series _ — 
Class B Preferred Shares without nominal or par value 
(authorized 50,000,000 shares) issuable in series— 
Floating Rate Cumulative Redeemable Retractable Class B 
Preferred Shares, Series 1 (b) 
Issued as at December 31, 1987 and 1988 6,000,000 24,000,000 
Second Preferred Shares of a stated value of $10 each 
(authorized 113,500 shares) — 
Redeemable, Retractable, Convertible 
Second Preferred Shares, “B” Series (c) 
Issued as at December 31, 1987 and 1988 26,000 1,820,000 
$30,555,000 
COMMON SHARES 
Common shares without nominal or par value 
(authorized 100,000,000 shares) — 


Issued as at December 31, 1987 Bvh Siall VS $80,510,000 
Issued as stock dividends 1,029,166 3,397,000 
Purchased for cancellation (d) (5,073,320) (12,032,000) 
Stock options exercised 26,450 65,000 
Issued as at December 31, 1988 30,333,469 $71,940,000 


(a) Purchase obligation—The Corporation is required to purchase 3,200 First Preferred Shares, Series A 
each calendar quarter in the open market, if the market price does not exceed $25 plus accrued and unpaid 
cumulative dividends and costs of purchase. The quarterly purchase obligation carries forward for up to three 
succeeding quarters, to the extent not satisfied, and is then extinguished. During 1988 the Corporation 
purchased 12,800 shares pursuant to its purchase obligation. 


The Corporation is entitled to redeem the outstanding First Preferred Shares, Series A at the stated value of 
$25 each. 
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Note 6 (continued) 


(b) The outstanding Class B Preferred Shares, Series 1 are issued to Laidlaw Transportation Limited 
(“Laidlaw”). They are voting and may be redeemed by the Corporation at any time at $4.00 per share and may be 
retracted by Laidlaw at $4.00 per share six months following the Tricil sale (Note 12(a)) or June 30, 1990, 
whichever is later. Income related to the Corporation's preferred share investments was to equal the dividend 
requirements on the Class B Preferred Shares and, accordingly neither the income, nor the dividends were 
reflected in these financial statements until the Corporation sold its preferred share investments in late 1988. 

(c) The 26,000 shares were issued to officers and employees of the Corporation and its subsidiaries. The 
subscription price for the shares was funded by interest-free loans from the Corporation, or its subsidiaries, 
payable on the earlier of demand and seven years from the date of the loan. These shares are convertible into 
common shares at the rate of 11.0 common shares for each preferred share. They are redeemable, at the 
Corporation's option, at any time and commencing in 1991 are retractable, at the employee’s option, at amounts 
equal to their subscription price. These shares have no fixed dividend rate. 

(d) On September 22, 1988, the Corporation purchased 5,073,320 of its own common shares through a 
Substantial Issuer Bid at $4.50 per share for total consideration of $22,830,000 plus expenses of issue. The 
average proceeds per share from previous share issues was $2.37 and accordingly common share capital has been 
reduced by $12,032,000 and the remaining $10,798,000 plus costs has been charged to retained earnings. 


COMMON SHARES RESERVED 
At December 31, 1988, the following common shares were reserved: a 


Number of shares 


For conversion of $30,000,000 Debenture (Note 8) 5,373,913 
For conversion of 26,000 Second Preferred Shares “B” Series 286,978 

For options granted to officers and employees of the Corporation and its subsidiaries 
under the terms of the Corporation’s Employee Stock Option Plan (a) 1,088,483 
6,749,374 


(a) Options to purchase common shares were outstanding as follows: a 


Date granted Expiry date Price per share Number of shares 
March 07, 1985 March 07, 1990 $4.298 18,396 
May 07, 1986 May 07, 1991 2.309 559,837 
March 03, 1987 March 03, 1992 yd a) 77,250 
August 19, 1988 August 19, 1993 3.800 413,000 
November 9, 1988 November 9, 1993 3.600 20,000 
1,088,483 


te li ee Rc nerve reel Sn ee NT 
NOTE 7. Acquisition of Subsidiary Companies 


Effective August 1, 1988, Trimac purchased all of the common stock of Les Calkins Trucking Inc. and Universal 


Transport Inc. for a cash consideration of $11,901,000 (US$9,728,000) including goodwill of $1,290,000. Results 
of operations from the effective date have been included in the Corporation’s Consolidated Statement of Earnings. 
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NOTE 8. Convertible Debenture 


The Convertible Subordinated Debentures carry an interest rate of 7 1/4% and mature June 16, 1997. The 
debentures are convertible at the option of the holder into common shares of the Corporation at the rate of 179.13 
(173.91 in 1987) common shares for each $1,000 principal amount of Debentures. This is equivalent to a 
conversion price of $5.58 ($5.75 in 1987) per common share. The rate of conversion has changed as a result of 
the 3% stock dividend issued in February, 1988. . 


NOTE 9. Cactus Drilling Companies 


Trimac continues to hold a 50% interest in Cactus. Cactus results are not included in the consolidated results of 
Trimac. Cactus is carried at $2,271,000 (US$2,030,000) at December 31, 1988. Trimac has no obligation to make 
further advances to Cactus. The Cactus cash losses, before interest on long term debt, were US$204,000 in 1988 
(US$987,000 in 1987). See Note 5(c)— Unusual Items. 


NOTE 10. Segmented Information 


Trimac conducts its business through a combination of wholly owned subsidiaries and through affiliated 
companies. The subsidiary operations are in three business segments: transportation services which is the 
highway transportation of bulk commodities; truck leasing and rentals; and energy services including oil and gas 
contract drilling and oilfield construction. The affiliates’ operations include engineering and construction, oil and 
gas exploration and production, waste management and other operations of technology service and oilfield 
equipment supply. 


By Geographic Area 
Year ended December 31, 1987 
Operating Operating Identifiable 


(thousands of dollars) Revenues Earnings Assets 


Canada $198,247 $13,730 $338,814 
United States TAL PAS 1,228 34,158 
Other 11,910 (176) 41,542 


281,433 14,782 414,514 
— 12,206 — 
= (11,831) = 

(499) a = 
$280,934 $15,157 $414,514 


Earnings of affiliates 


Interest 


Inter-area eliminations 
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By Industry Segment 
Depreciation, 
Operating Operating Depletion and Capital Identifiable 
(thousands of dollars) Revenues(a) Earnings Amortization(a) Expenditures(a) Assets (b) 
1988 
Subsidiaries: 


Transportation services 
Truck leasing 

Energy services 
Others 


Affiliates: 
Engineering and construction 


Oil and gas production 


Waste management 
Others 


Sub-total 

General and administrative costs 
Interest 

Gain on sale of assets 
Inter-segment eliminations 


1987 
Subsidiaries: 
Transportation services $184,916 $13,445 $10,871 $15,128 $ 93,515 
Truck leasing 30,706 9,332 9,389 31,688 99,242, 
Energy services 64,615 (1,187) leo sell 120,912 
Others 3,761 108 1,071 2,431 96,215 
283,998 17,698 28,454 93,218 365,884 
Affiliates: 
Engineering and construction — 452 _ = _ 11,362 
Oil and gas production = 1,023 - a 10,281 
Waste management - 9,905 = - 19,722 
Others — 826 — _ 7,269, 
— 12,206 — - 48,630. 
Sub-total 283,998 29,904 28,454 53,218 414,514 
General and administrative costs — (4,426) = = = 
Interest - (115831) = = = 
Gain on sale of assets - 1,510 —— - = 
Inter-segment eliminations (3,064) = = = = 
$280,934 $15,157 $28,454 $53,218 $414,514 


(a) Affiliate’s results are not fully consolidated, therefore these items are not applicable. 


(b) Includes Trimac’s carrying value of affiliates. 
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NOTE 11. Long Term Debt 


Details of long term debt financing arrangements, including aggregate annual repayments required over the 
next five years, are as follows: 


December 31 1988 1987 

(thousands of dollars) Long Term Current Long Term Current 
Transportation services 

Canada (a) $ 43,624 on = $ 34,202 pe 

US. (b) 12,727 2,106 3,720 980 

56,351 “2,106 37,922 980 

Truck leasing (c) 44,218 zr 36,965 1,221 

Contract drilling (d) 20,996 "2,425 25,018 722 

Other—affiliates (e) ~ 11,227 “1,979 13,869 700 

— building (f) 15,000 a 40,000 as 

~ other 2,482 427 2,857 804 

28,709 “2,406 56,726 1,504 

TOTAL $150,274 $6,937 $156,631 $4,427 


(a) The loans are secured by certain highway transportation equipment and certain real estate properties 
under floating charge debentures. Interest rates are fixed and floating ranging mainly from Canadian prime plus 
1/4% to 1/2%. The amounts outstanding are mainly revolving and may be terminated by defined notice. If such 
termination occurs, the loans will be repayable over eight years commencing in 1991. 

(b) The loans include revolving loans and are secured by certain highway transportation equipment, a 
negative pledge on certain highway equipment and a pledge of shares of certain wholly owned subsidiaries. The 
revolving loans may be terminated by defined notice. If such termination occurs, the loans will be repayable 
over eight years. 

(c) The loans are secured by certain lease and rental vehicles. Interest rates are fixed and floating. Fixed rates 
range from 9.75% to 14.0% and floating rates range from Canadian Prime to prime plus 1%. The amounts outstanding 
are revolving and may be terminated by defined notice. If such termination occurs, the loans will be repayable 
over periods of up to six years. 

(d) The loans are secured mainly by drilling rigs and related receivables. Interest rates are floating and range 
from 1/2% to 3/4% over Canadian Prime, 5/8% to 1% over LIBOR or 1% to 1 1/2% over U.K. Base Rate. The loans 
are repayable over periods of up to ten years. 

(e) One loan is secured by shares in an affiliated company. The loans are repayable over periods of up to seven 
years. The interest rates are floating and range from U.S. Prime plus 1%, to Canadian Prime plus 1/8% to 7/8%. 

(f) The loan is secured by a pledge of a first mortgage on an office building. The mortgage is due on September 7, 
1993, with interest rates ranging from 7 1/2% to 8 1/2%. The loan is repayable on September 7, 1993. The 
interest rate is prime plus 1/8%. 

(g) Repayments—aggregate amounts of long term debt repayable in the years ending December 31 are: 1989 — 
$6,937,000; 1990 — $7,721,000; 1991 — $6,479,000; 1992 — $7,986,000; 1993 — $22,730,000; Thereafter —$105,358,000. 

(h) Certain of Trimac’s long term debt is payable in foreign currencies. The Canadian dollar equivalent of this 
debt (long term and current portion) is as follows: payable in U.S. dollars— $25,891,000; payable in U.K. pounds 
sterling — $10,253,000; total — $36,144,000. 
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Trenance: 
NOTE 12. Contingencies and Commitments 


(a) A dispute exists between the Corporation and C-I-L Inc. in respect of the purchase of the other’s 50% 
interest in Tricil Limited and legal actions were commenced in Alberta and Ontario. The Alberta action is 
ongoing and includes a summary judgment in favour of the Corporation declaring that the Corporation may 
acquire C-I-L’s interest in Tricil for $91,000,000. This judgment is subject to counterclaims by C-I-L to the effect 
that it is entitled to acquire the Corporation's shares in Tricil (carried in the Corporation's accounts at an amount of 
$26,357,000), at varying prices between $61,250,000 and $91,000,000, together with a claim for $100,000,000 in 
damages. The Alberta action has proceeded to trial and judgment is expected in 1989. Appeals could follow. 

The Corporation has entered into agreements with Laidlaw Transportation Limited to sell 100% of Tricil to 
Laidlaw if Trimac acquires the 50% of Tricil currently held by C-I-L. 

Donald K. Jackson, a minority shareholder in a subsidiary and a former officer and director of Trimac, has 
commenced legal action against the Corporation seeking damages of $8,500,000 for breach of contract and 
$4,800,000 for inducing breach of an employment contract. 

Trimac’s view is that neither the claim of C-I-L nor the claims of Donald K. Jackson will result in any material 
liability to Trimac. 

(b) Lease commitments 

As at December 31, 1988, the Corporation has lease commitments totalling $19,346,000. Required annual 
payments under these leases are as follows: 1989—$4,769,000; 1990—$3,611,000; 1991 —$2,474,000; 
1992 —$1,572,000; 1993—$1,265,000; Thereafter — $5,655,000. 


AUDITORS’ REPORT 


To the Shareholders of 
TRIMAC LIMITED: 


We have examined the consolidated balance sheet of Trimac Limited as at December 31, 1988 and the 
consolidated statements of earnings and retained earnings and changes in financial position for the year then ended. 
Our examination was made in accordance with generally accepted auditing standards, and accordingly included 
such tests and other procedures as we considered necessary in the circumstances. 

In our opinion, these consolidated financial statements present fairly the financial position of the Company as at 
December 31, 1988 and the results of its operations and the changes. in its financial position for the year then 
ended in accordance with generally accepted accounting principles applied on a basis consistent with that of the 


preceding year. 


Calgary, Alberta PRICE WATERHOUSE 
February 17, 1989 Chartered Accountants 
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FIVE YEAR FINANCIAL REVIEW 


(thousands of dollars, except per share figures) 


OPERATIONS 
Revenues 


Years ended December 31 


Depreciation, depletion and amortization 


Interest—long term debt _ 


Earnings before taxes 


Earnings before unusual and extraordinary items 


__ Per common share 


Net earnings (loss) 


__ Per common share 


Cash from operations 


Net capital investments: 
Fixed assets 


_ Acquisitions/investments 


FINANCIAL POSITION 
Working capital 


Fixed assets, net book value 


Long term debt 


Convertible debenture 


Shareholders’ equity — preferred 


—common 


_ —total 


QUARTERLY RESULTS (unaudited) 
Revenues 
_ First quarter — 


Second quarter 


__ Third quarter 


Fourth quarter 


Earnings (loss) before unusual 
and extraordinary items 
First quarter _ 


Second quarter 


__ Third quarter 


Fourth quarter 


Earnings (loss) per common share before unusual 
and extraordinary items 
First quarter 


__Second quarter 


__ Third quarter 


_ Fourth quarter 


1987 1986 1985 1984 
$280,934 $281,117 $328,914 $303,487 
28,454 28,183 26,954 25,021 
13,733 14,323 13,484 14,254 
15,157 13,090 13,435 14,803 
6,886 4,458 5,497 TAl2 
0.18 0.11 0.14 0.19 
9,684 3,516 2,485 (55,962) 
0.26 0.09 0.06 (1.61) 
28,465 31,842 32,534 31,526 
42,237 22,486 42,953 36,824 
1,484 4,287 5,715 241 
Rey il 15,853 18,933 28,634 
246,927 245,386 248,769 227,125 
156,631 158,032 159,429 145,104 
30,000 = vor = 
30,875 7,195 7,620 8,010 
114,463 104,683 102,024 98,003 
145,338 111,878 109,644 106,013 
61,838 79,783 77,624 66,735 
64,535 66,543 82,713 77,940 
78,289 70,318 85,227 75,225 
76,272 64,473 83,350 83,587 
280,934 281,117 328,914 303,487 
(479) 296 302 115 
1,338 914 638 972 
2,836 2,768 1,939 3,641 
3,191 480 2,618 2,384 
6,886 4,458 5,497 mie 
(0.02) 0.00 0.00 0.00 
0.03 0.02 0.01 0.02 
0.08 0.07 0.05 0.10 
0.09 0.02 0.08 0.07 
0.18 0.11 0.14 0.19 


Note: Discontinued operations have been restated as unusual items for all years to conform to the current year’s presentation. 


CORPORATE 


Directors Director since 
J.R. McCaig, Calgary 1970 
Chairman 


Trimac Limited 

M.W. McCaig, Calgary 1971 
President 

Mo-Mac Investments Ltd. 

M. Dubinsky, Q.C., Calgary 1971 
President 

Administrative Consultants Limited 

A. Vanden Brink, Calgary 1976 
President 

Tokay Resources Ltd. 

D.D.C. McGeachy, London 1977 
Director 

D.A. McIntosh, Q.C., Toronto 1977 
Director 

R.T. Eyton, Calgary 1984 
Chairman and Chief Executive Officer 
Canadian Airlines International Ltd. 


H.A. Hampson, Toronto 1987 
Director 

H.E. Wyatt, Toronto 1988 
Chairman 


Monsanto Canada Inc. 


Officers 

J.R. McCaig, Chairman, President and 
Chief Executive Officer 

J.J. McCaig, Executive Vice President 
C.A. Fletcher, Senior Vice President 
Finance 

F.T. Bailey, Vice President Corporate 
Affairs and Secretary 

A.E. Dumont, Vice President Energy 
Services 


Auditors 
Price Waterhouse 
Calgary, Alberta 


Transfer Agents 

The Royal Trust Company 
— Common Shares 

Central Trust Company 
—9.12% First Preferred Shares, 
Series A 


Stock Exchange Listings 
The Toronto and Montreal Exchanges 


OPERATING 


Trimac Transportation Services Ltd. 
A.B. Zaleski, President 
Calgary, Alberta 


Liquid Transporters, Inc. 
M.J. Bragagnolo, President 
Louisville, Kentucky 


Quality Service Tank Lines, Inc. 
W.D. Weaver, Vice President 
San Antonio, Texas 


Universal Transport, Inc. 
B.C. Burnette, President 
Rapid City, South Dakota 


Les Calkins Trucking, Inc. 
J.C. Kuypers, President 
Lodi, California 


Trimac Consulting Services 
L.L. Ash, General Manager 
Calgary, Alberta 


Rentway Canada Ltd./Ltée 
J.R. Grainger, President 
Etobicoke, Ontario 


Kenting Drilling Co. Ltd. 
W.W. Ebel, President 
Calgary, Alberta 


Kenting Drilling Co. Ltd. 
G.G. Meier, General Manager 
Denver, Colorado 


Kenting Drilling Services Ltd. 
J. Beswick, Managing Director 
Derby, England 


Cactus Drilling Company 
R.W. Pidskalny, President 
Midland, Texas 


Kenting Projects Limited 
Kenting Technical Enterprise 
R.L. McKenzie, Vice President 
Leduc, Alberta 


AFFILIATES 


Banister Continental Ltd. 
R.K. Banister, Chairman 
R. MacTavish, President 
Edmonton, Alberta 


Bantrel Inc. 
P.J. Lovell, President 
Calgary, Alberta 


Chauvco Resources Limited 
E.G. Vetsch, Chairman 

G.J. Turcotte, President 
Calgary, Alberta 


Tricil Limited 
M.G. Bradley, President 
Mississauga, Ontario 


Intera Technologies Corporation 
B.L. Bullock, President 
Calgary, Alberta 


Alberta Petroleum Equipment Co. Ltd. 
D.P. Johnson, President 
Calgary, Alberta 
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Trimac Limited and Subsidiary Companies 
CONSOLIDATED STATEMENT OF 
CHANGES IN FINANCIAL POSITION 


Three months Six months 
Pa a ot or bree months n't hn’ | Sixmonthsr 
(thousands of dollars) 1988 1987 1988 1987 
rt ES NOD) ee AIBC ores OBB vir WRT 


CASH PROVIDED (USED) 


CSET ag IE PTC aT cL ee Te Le ahah ee, SENS ON Se > 9S oh ase LY eon Ae At: ee ee ae 


OPERATIONS: 


CR te pe ert ABE SIE AEs ghee gs REIT Dy aR ne tT ee RN Rigas 


Net earnings from operations $ 1.874 $5923 $ 2,374 $ 254 


For period ended June 30 


Depreciation, depletion and amortization 85162 7,477 15,829 14,610 
Gain on sale of assets (net) (147) (533) (753) (863) 
Deferred income taxes (196) - (719) (836) (1,808) 
Share of earnings of affiliates ; (1,705) (1,301) (2,799) (2,053) 
Other non-cash items 308 16 103 142 


Unusual item (1,589) — (1,589) 1,686 


Cash provided by operations 6,707 5,863 12,329 11,968 


INVESTMENTS: 
; 
Purchase of fixed assets (16,910) (19,982) (33,470) (26,522) 
Proceeds on sale of fixed assets 3,236 2,186 9,400 4,007 


Net capital expenditures (13,674) (17,796) (24,070) (22,515) 
Investment in affiliates (1,226) (60) (1,226) (73) 
Investment in preferred shares — — — (24,000) 
Net change in non-cash working capital balances 595 (4,014) (7,089) (2,176) 
Other (459) (2,141) (666) (1,873) 

Cash used in investments (14,764) (24,011) (33,051) (50,637) 


ee REI ON 


FINANCING: 


aR a a Ie Oe ve ee ae ee 


Increase in long term debt 6,423 11,145 15,865 11,145 
Repayments of long term debt (813) (3,398) (2,201) (8,312) 
Issue of convertible debenture = 30,000 = 30,000 
Net change in working capital loans (1,481) 1,933 3,722 3,426 


Issue of preferred shares = = = 24,000 
Preferred share dividends and redemptions (193) (200) (391) (398) 
Cash provided by financing 3,936 39,480 16,995 59,861 
Net (decrease) increase in cash during the period (4,121) PH Wes) (3,727) 21,192 
Cash position, beginning of the period 32,187 21,366 Stevo 21,506 
CASH POSITION, END OF THE PERIOD $28,066 $42,698 $28,066 $ 42,698 
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FINANCIAL HIGHLIGHTS 


Three months ended 


June 30 
(thousands of dollars) 1988 1987 
OPERATING RESULTS 
Operating revenues $ 83,516 $ 66,660 
Net earnings from operations 1,874 923 
Net (loss) earnings (4,708) 923 
Cash from operations 6,707 5,863 
Net capital expenditures 13,674 17,796 
COMMON SHARE DATA 
Net earnings from operations $: 0:05 $ 0.02 
Net (loss) earnings (0.14) 0.02 
Cash from operations 0:19 0.17 


Six months ended 


June 30 

(thousands of dollars) SSBB ABT 
OPERATING RESULTS 
Operatingrevenues—(isti(“i«*~‘“‘;‘s*«S ‘HANS 
Net earnings from operations 2,374 254 
Net (loss) earnings (4,208) 1,940 
Cash from operations 12,329 11,968 
Net capital expenditures 24,070 22,515 
FINANCIAL POSITION 
Working capital $ 26,377 $ 36,527 
Net capital invested 353,021 356,117 
Total long term debt : 171,758 172,643 
Long term debt (excluding current 

maturities) 166,691 161,376 
Convertible debenture 30,000 30,000 
Shareholders’ equity 138,271 137,538 
COMMON SHARE DATA 
Net earnings from operations $ 60.06 $ 0.00 
Net (loss) earnings (0.13) 0.05 
Cash from operations 0.35 0.34 
Dividends (stock dividends) 0.099 = 
Common shareholders’ equity 3.04 3.01 
SHAREHOLDER INFORMATION 
Number of shares outstanding: 

Common 35,392,623 °'. 34,325,835 

Preferred (Series A) 195,800 208,600 


The above financial highlights and accompanying financial state- 
ments are unaudited. 


CORPORATE DEVELOPMENTS 


To Our Shareholders: 


Operating Results 


Trimac earned $1,874,000 from operations or five cents 
a share during the second quarter of 1988, up from 
$923,000 or two cents a share during the same period of 
1987. Revenues were $83.5 million compared with $66.7 
million. 


For the first six months of 1988, earnings from opera- 
tions were $2,374,000 or six cents a share compared with 
$254,000 or less than one cent a share in the first half of 
1987. Revenues were $158.1 million, up from $131.6 
million. 


Although returns from contract drilling continued to 
be unsatisfactory, both revenues and earnings were up 
from the disappointing levels of a year earlier. Results 
from bulk highway hauling were approximately the same 
as 1987, with a decline in Canadian trucking earnings 
being balanced by continued improvement in the United 
States. Truck leasing in Canada continued its steady 
growth with increased revenue and slightly higher earn- 


ings. 


Unusual and Extraordinary Items 
Trimac has initiated several actions with the objective 


of improving the longer term financial performance. 
These steps resulted in unusual and extraordinary items 
that produced an after tax net write off of $6,582,000 or 
19 cents a share during the quarter. The actions include 
the financial restructuring of a non-consolidated affili- 
ate, Cactus Drilling; the sale of the Calgary head office 
building; the reorganization of Trimac’s investment in 
airborne survey and mapping services; and the favour- 
able resolution of contingent liabilities associated with a 
Nigerian affiliate, Kenting Africa Resource Services Ltd. 


Unusual 
Cactus loan $(9,095) — $(6,445) | 
Kenting Africa 2,771 ~ 1,467 
Airborne survey (1,589) (834) | 
(7,913) (5,812) 
_ Extraordinary 
Building sale (1,987) (994) 
. Tax loss benefits fig = 294. 


LETRA TRE TT DS 
The amounts involved are: 


(thousands of dollars) Pre-tax After-tax | 


$(9,900)  $(6,582) | 


The non-recurring items, after allowing for earnings 


from operations, created a net loss for the quarter of 
$4,708,000 or 14 cents a share and a loss of $4,208,000 or | 
13 cents for the first half, | 


In 1987, net earnings for the second quarter were 
$923,000 or two cents a share and in the first half were | 
$1,940,000 or five cents a share. 


Office Building Sale 

Trimac has entered into an agreement to sell Trimac 
House, the Calgary head office building, to Claridge 
Properties Ltd. 


The gross selling price is $40.8 million, part of which 
Trimac will receive as a $15 million, five-year first mort- 
gage. Trimac has recorded a loss on the sale of $994,000. 


Net cash proceeds will be used to reduce term debt. 


The sale is scheduled to close in September. 


Trimac will continue as the major tenant, occupying 
its current space under a long-term lease. The building 
will continue to be known as Trimac House and Trimac 
will remain responsible for management of building 


operations. 
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Airborne Surveys 

Trimac has restructured its investment in airborne 
Surveys and mapping by acquiring shares in Intera 
Technologies Corporation in exchange for assets of 
Kenting Earth Sciences Ltd. and cash. 


In July, Trimac invested $4.8 million of assets and cash 
and now owns 16.5 per cent of Intera. Trimac has options 
to make further investments over the next eight years 
~ which could increase its percentage ownership to ap- 
proximately 20 per cent within the next year and ulti- 
mately as high as 40 per cent. 


As Trimac has discontinued airborne surveys as an 
active business, an agreement was reached under which 
Intera will manage the completion of a major survey 
contract that Kenting Earth Sciences has in Thailand. 
Trimac has provided for a possible loss of $834,000 on 
the contract which is scheduled for completion in 1989. 


Intera’s head office is in Calgary; it is 60 per cent 
owned by employees. The company provides services 
internationally including: airborne radar mapping, weath- 
er modification, engineering for the isolation of nuclear 
and hazardous wastes, petroleum exploration and engi- 
neering services, engineering software products, satel- 


lite image analysis, and environmental studies. 


Cactus Restructuring 
The Cactus Drilling Company, a 50 per cent owned 


affiliate, continues to operate in the difficult drilling 
market in the southwestern United States. In recognition 
of this, Trimac and the Cactus lender have agreed on 
terms for a major restructuring of the Cactus debt. The 
terms call for the conversion into new preferred shares 


of a substantial portion of the term debt owed to the 


Cactus lender. The debt owed to Trimac will also be 
converted into preferred shares and Trimac will make an 
equity investment in Cactus of US$2 million. After the 
restructuring, total Cactus term debt will be US$17 mil- 
lion, down from approximately US$69 million, and equal 
numbers of both common and preferred shares will be 
held by Trimac and the Cactus lender. As a result of this 
restructuring, which is subject to definitive agreements, 
Trimac has written off its loan to Cactus of US$7.5 
million (Cdn$9,095 ,000) which results in an after tax loss 
of $6,445,000. 


Kenting Africa 


Trimac has resolved contingent liabilities and other 
issues associated with its 49 per cent owned Nigerian 
affiliate, Kenting Africa Resource Services Limited. This 
has allowed previous cash repatriations, which had not 
been taken into income, to be recognized as earnings, 


resulting in a gain of $1,467,000. 


CfPerm Bag 


J.R. McCaig 
Chairman, 
August 24, 1988 


Trimac Limited and Subsidiary Companies 


CONSOLIDATED STATEMENT OF OPERATIONS For period ended June 30 
Three months Six months i + 
(thousands of dollars) 1988 1987 1988 
OPERATING REVENUES: 
Transportation services $52,742 $47,583. $94,491 
Energy services 21,126 10,340 44,785 
Equipment leasing 9,131 ; 7,343 17,783 
Other 517 1,394 1,085 
83,516 66,660 158,144 131,57 
COSTS AND EXPENSES: ae) 
Operating. 70,553 56,871 134,817.32 ASO 
Depreciation, depletion and amortization 8,162 7,477 15,829 : 14,61 
78,715 64,348 150,646 
4,801 2B12 7498 
OTHER DEDUCTIONS (INCOME): 
Interest — long term debt 4,905 399K 9,480 
Other interest (net) (337) (174) (554) 
Gain on sale of assets (net) (147) (533) (753) 
4.421 3,284 8,173 
380 (972) (675) 
INCOME TAXES (RECOVERABLE): 
Current 407 125 586 
Deferred (196) (719) (836) 
211 (594) (250) 
169 (378) (425) 
Share of earnings of affiliates 1,705 1,301 2,799 
NET EARNINGS FROM OPERATIONS 1,874 ea PS ine 2,374: . 
Unusual items (See Corporate Developments) 8D) 
Extraordinary items (See Corporate Developments) (770) _ (770) 


Trimac Limited and Subsidiary Companies 


CONSOLIDATED STATEMENT OF OPERATIONS For period ended June 30 
Three months Six months 
(thousands of dollars) 1988 1987 1988 1987 
OPERATING REVENUES: 
Transportation services $52,742 $47,583 $94,491 $ 86,852 
Energy services 21,126 10,340 44,785 28,541 
Equipment leasing 9,131 7,343 17,783 13,443 
Other 517 1,394 1,085 2,736 
83,516 66,660 158,144 131,572 
COSTS AND EXPENSES: 
Operating ‘ 70,553 56,871 134,817 113,673 
Depreciation, depletion and amortization 8,162 7,477 15,829 14,610 
78,715 64,348 150,646 128,283 
4,801 ZOU TA98 3,289 
OTHER DEDUCTIONS (INCOME): 
Interest — long term debt 4,905 3,991 9,480 7,949 
Other interest (net) (337) (174) (554) (441) 
Gain on sale of assets (net) (147) (533) (753) (863) 
4,421 3,284 8,173 6,645 
380 (972) (675). (3,356) 
INCOME TAXES (RECOVERABLE): 
Current 407 125 586 251 
Deferred (196) (719) (836) (1,808) 
211 (594) (250) (1,557) 
169 (378) (425) (1,799) 
Share of earnings of affiliates 1,705 1,301 2;199 2,053 
NET EARNINGS FROM OPERATIONS 1,874 923 2,374 254 
Unusual items (See Corporate Developments) (5,812) — (5,812) 978 
Extraordinary items (See Corporate Developments) (770) = (770) 708 


NET (LOSS) EARNINGS $ (4,708) $ 923 $ (4,208) $ 1,940 
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NOTICE OF INTENTION TO MAKE A NORMAL COURSE ISSUER BID 


This notice is provided in accordance with the regulations of the appropriate regulatory bodies with 
respect to the proposal of Trimac Limited to purchase common shares of its capital (“Common Shares”) by 
way of a Normal Course Issuer Bid (the “Issuer Bid”) through the facilities of The Toronto Stock Exchange 
CTSES), 


1. Name of Issuer 
The issuer is Trimac Limited (“Trimac’”). 


2. Shares Sought 
The Issuer Bid relates to the acquisition of up to a maximum of 1,913,613 Common Shares, representing 
6.31% of the number of outstanding Common Shares as at October 31, 1988, and representing 
approximately 10 per cent of the outstanding Common Shares not held by insiders, or their affiliates or 
associates. Trimac is not obligated to make any purchases pursuant to the Issuer Bid. 


3. Duration 
The duration of the Issuer Bid shall extend for a period commencing December 10, 1988, and ending 
December 8, 1989, unless earlier terminated at the option of Trimac. 


4. -Method of Acquisition 
Common Shares may be purchased on the open market from time to time through the facilities of the 
TSE. The purchase of and payment for the Common Shares will be made by Trimac in accordance with 
the by-laws and rules of the TSE and the Price which Trimac will pay for any Common Shares acquired 
by it will be the market price for such securities at the time of acquisition. Purchases of Common Shares 
will not be made by Trimac other than pursuant to agreements entered into prior to the date hereof and 
by means of open market transactions during the period the Issuer Bid is outstanding. 


5. Consideration Offered 
Common Shares will be acquired for cash and purchases will be funded from general corporate funds. 
Payment shall be made in accordance with the normal settlement rules and procedures of the TSE. 


6. Reasons for Issuer Bid 
Trimac believes that the current and recent market prices of the Common Shares have not always given 
full effect to their underlying value and that, accordingly, the acquisition of Common Shares pursuant 
to the Issuer Bid may represent a worthwhile investment and an appropriate use of Trimac funds, which 
will be advantageous to non-selling shareholders. 


7. Valuation 
To the knowledge of the directors and officers of Trimac, there has been no valuation or appraisal 
prepared of Trimac, its material assets or securities within the two year period preceding the date of this 
notice. 


8. Previous Purchases 
On September 22, 1988, Trimac purchased 5,073,320 Common Shares at $4.50 per share through the 
facilities of the TSE pursuant to a Substantial Issuer Bid. Trimac has not otherwise purchased ora greed 
to purchase any of its Common Shares within the 12 months preceding this notice. 


10. 


ie 


Acceptance by Insiders, Affiliates and Associates 

On October 6, 1988, the following insiders or associates of insiders of Trimac filed with the TSE and the 
appropriate securities commissions a notice of intention to sell 56,000 Common Shares each through the 
facilities of the TSE: 


Name Relationship to Trimac 
John Robert McCaig Director, President and Chief Executive Officer 
Maurice Wayne McCaig Director 
Estate of Roger Woodrow McCaig associate of insider 


Under applicable securities legislation, each was required to make a trade within 14 days of filing the 
notice. Accordingly, on October 20, 1988, each of the parties sold 100 Common Shares pursuant to the 
notice. Trimac is not otherwise aware of any of its directors, senior officers or other insiders of Trimac, 
or any associate of an insider of Trimac, or any associate or affiliate of Trimac who propose to sell any 
Common Shares during the course of the Issuer Bid. It is possible, however, that sales by such persons 
may occur as personal circumstances or decisions unrelated to the existence of the Issuer Bid dictate. 


Material Changes 

Trimac is not aware of any material changes and has no plans or proposals with respect to its business 
affairs, operations, corporate structure or management, other than what has been disclosed in accor- 
dance with prescribed regulatory requirements, which might reasonably be expected to have a 
significant effect on the market price or value of the Common Shares. 


Certificate 

This notice contains no untrue statement of a material fact and does not omit to state a material fact that 
is required to be stated or that is necessary to make a statement not misleading in the light of the 
circumstances in which it is made. 


The foregoing is hereby certified complete and accurate in accordance with Part XXIII of the General 
Bylaw of the TSE, the Policy Statement of the TSE on Normal Course Issuer Bids and other such by-laws 
and regulations of appropriate regulatory bodies with respect to the Issuer Bid. The contents and the 
sending of this notice have been duly authorized by the Board of Directors of Trimac. 


DATED this ninth day of November, 1988. 


TRIMAC LIMITED 


J. R. McCAIG 
Chairman and Chief Executive Officer 


Trimac Limited, 2100, 800 - 5th Avenue, S.W., P.O. Box 3500, 


Calgary, Alberta T2P 2P9 Telephone: (403) 298-5100 
PRINTED IN CANADA 


